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A_SYSTEM (F ECONOMY AND PROFIT

A, Zverav

1he moet imporiaat sources of revenue in ‘“he soolalist economy ere turn-
over tates and deductions from profits. Of the total State revemus of «29.2
billion rubles for 1948, turmover taxss commtitute 260.6 billion rubles and
deduotions from profits 23.9 billion rudbles. This raprasenis a total increase
of h2.3 B111ion rubies =s compared with 1947 rervsiries frcm thase sources,
bringing their proportion in the budget from 68.1 percent up to 71 percent.,

o This {nor-ased revemue will be made pousible by the increassd profitabis-
AT ness of indvatry. The factors which msde 1947 & profitable year were: stabl-
. ey 1ization of the ruble, increased producticn and turnover of goods, reduoctior
- - . of opsrating coste ani increased produstivity of labor which was 1; percent

higher than for 1946,

The Postwar FivesYsar Plan esviseges Irofits as the mijor otimalue o <ho
grovth of pealasticn. ank: lawsrizg o pei sosts. Illustrativa of the erouomic
S ofTont pf Jowered sestd om 3 nutiopal sstle ix the TSt x5 .6 one Tarcant redva~

o T e, ¥ tiﬂ moomon- ”Z rosulted in a saving of 1.5 0f%iicm rubles to the Union

In 29%7 the onterprises of ths Miniatry of Petroleum Iudvatry of Eastern
Peglons, the Miatstry of Pet=olewm Industry of Howlyim.exd Westerr Regions, and
the Ninistry of Bubher Industry begrn Lo operete prositabie - . RS

The First State Bearing Plaunt imeni L. M. Kaganovich set zample in
cutting costs. Whereas this enter rise plan called for cost reductiom of 2.4
porcert in the first quarter, 4.5 percent in the secomd, 5.0 percent in the
third and 5.5 percont in the fourtk, and sntexprise achieved redmctions of A7
persent, 12,1 percent, )7.4 percent and 15.5 percent in these quArters respsc-

tively.
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(:ONF IDENTIAL ~

The State creates all the conilitions mscessary for the profitable operation
. of the branches of the rationzl sconomy. The price system and the levying of
texes have this objective ix view. Durii 1947 the selling prices of & number
of goods were raimed and the scalss on turnover taxes lowersd. Discountas for
+rade snd market organizations were reviewed ani L.udget mark-ups were abolished
in conusction with the introduction of uniform pricea.

Because of the olimination of returns from commsrcial trade in the asgol
glde of the 1948 State budget, it 1e vital that State ani cooperative enterprises
exactly fulfill their obligatione undsr the credit system.

In 1947 many enterprises of the Ministry of Textile Industry, the hinlstry
of Timber Industry and the Minlstry of Fish Industry of Eastern Regions did not
fulfill production plans and wers behind on payment of large sume of turnover

- taxes. Many shortages in payment atill exist,

The problem of speeding the turmover of goods and monstary resowrcss is in-
peparably involyed with the stebilization of credit and payment dimcipline.
Arreers in indebtednses to the State Bank om loans, and nompayment to auppliers
exigts on 8 large mscale, Ome of the basic reasons far this is the accumlation
by enterprises of surplus and unnecessury stock. '

The turnover problem will be espscially acute during 1948, Demsnds on
conmercial enterprises are greatly imcreassd. Clumsiness and inflexibility in
the operetion of separate links in the commercisl chaln ars resvliing in the
delay of the goods inm reaching the oomsumer.

The quality of goods must be redsed. Poor quality goods result in back-' "
logs of stock, which leads to tying-up of materials and funds. ;

Great possibilities for sconamizing exist in new building and reconstruc- *
tion works, In 1948 the State budget allocates 60.9 biilion rubles to-finance
building end recomstrustion, whbick 1s 9.8 billion rubles more than ‘the amount
allooated in 1547, The probdlem comaists of increasing to a considerable extent
Lhe effeotivenese of the investmonts in construction and lowering construction
costs. In 1947 many ccmetruoticn crganizationsz, instead of lovering, raised the
cost of oonstrustion works. This must be prevemted in 1S4S3. . .

In most cases, the increased cost of construction vas cauaed by ths high
cost of materials in the subsidiary emterprises of comstrustiwe organizatioms,
overexpenditures in wages and high overhead ocets. Because of diffioculties in
obtaifiing materials during the var, cometruction organizations formed nwmerous
subsidiary enterprises of their own, often poorly eyuipped tecimically. This s
reflscted in the cost of the [xuducts put out by these organizations. Many
construction organize.loas perait materials to accumlete. Scretimes mterinls .- o0
1ie unused for years, resulting in the tsing-up or rmisapprorriaticn of State # s, :

vital to the system of econcmy is the cutting 4domm on excassive stetiing
and swbdividing of sdministraetiva organs, systematically lowering administrative-
aconomic expenses and reduction of perscnnel to release manpower for produwstion.

The meaning of sush coacepts as yrofitahlaness, met coau, firencing and &
budgeting of an enterprise, ‘urnover tax, deductions from profits, etc., should :
be clear 40 all economic ana Part—: workers.: Gy TR A et T
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